BEFORE THE BOARD OF ENVI RONMVENTAL REVI EW
OF THE STATE OF MONTANA

NOTI CE OF AMENDMENT AND
REPEAL

In the matter of the
amendnent of ARM 17.20. 201
17.20. 202, 17.20. 207,
17.20.301, 17.20.602,
17.20.603, 17.20.606,

17.20. 607, 17.20. 804,
17.20.807, 17.20, 815,
17.20.818, 17.20.901,
17.20.907, 17.20.920 through
17.20.924, 17.20.928,

)
)
)
) (MAJOR FACI LI TY SITING
)
)
)
)
17.20. 929, 17.20.1301, )
)
)
)
)
)
)
)
)
)
)

ACT)

17.20. 1302, 17.20.1304,

17.20. 1305, 17.20.1311

17.20. 1426, 17.20.1604,

17.20. 1606, 17.20.1607,
17.20.1803, 17.20.1804,

17.20. 1901 and 17.20.1902 and
t he repeal of 17.20.1427

t hrough 17.20. 1431,

17.20. 1434 through

17.20. 1440, and 17.20. 1444

t hrough 17.20. 1447 pertai ni ng)
to the Montana Major Facility)
Siting Act

TO Al'l Concerned Persons

1. On COctober 21, 2004, the Board of Environnenta
Revi ew published MAR Notice No. 17-218 regarding a notice of
public hearing on the proposed anendnent and repeal of the
above-stated rules at page 2459, 2004 Montana Adm nistrative
Regi ster, issue nunmber 20.

2. Wth the exception of the change in proposed Circul ar
MFSA-2 noted in response to comment nunber 9 bel ow, the Board
has anmended and repealed the rules exactly as proposed.

3. The following comrents were received and appear with
t he Board' s responses:

ARM 17.20.818(4) Linear Facilities, Evaluation of Econom c

Costs and Benefits

COVMENT NO. 1: This rule needs to be nore explicit as to
what counts as a double benefit and non-nonetary benefits.
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RESPONSE: The Departnment utilizes standard econonic
anal ysis practices to determ ne what constitutes "double
benefits" and "non-nonetary benefits.” The benefit to the
applicant of building a linear facility is the profit the
applicant expects to nake over the life of the facility (this
includes the case where a I|inear facility 1links the
applicant's generation plant to the regional grid). The
benefits of a linear facility to society include inprovenents
to the functioning of the regional transm ssion system (as a
result of the facility) enjoyed by the custoners of that
system jobs created, incone created, tax revenue created,
ot her direct contributions to the local community, and any
envi ronnental benefits that may occur fromthe new facility.
The societal benefits of a linear facility may also include
any societal benefits froma generation plant that could only
be built and operated because the proposed |line connects it to
the grid. Secondary econom c effects to | ocal businesses and
the wider |ocal econony of a linear facility may also be
i ncluded, but they should be separated out as indirect or
secondary benefits. The wuse of economic nultipliers is
generally discouraged for both econom c benefits and costs.
If they are used, however, then the applicant should be
careful to explain what the nmultipliers are and how they were
derived.

Sonetines applicants will sum up both their expected
total revenue from the project and the expected societal
benefits froma project to come up with a total benefit of the
project. Doing so is double counting. The societal benefits
of jobs, incone, and tax revenue cone out of a conpany's total
revenue as a cost to the conpany--not as a separate benefit
from total revenue. Thus, expected total revenues to the
applicant and total societal benefits should not be added
together as a total benefit. The easiest way to avoid this is
to list and discuss the expected societal benefits of the
project, and then separately list any expected net benefits to
the applicant such as profit (revenues m nus costs) or return
on investment. Expected total revenues to the applicant (or
total economc output) fromthe facility should be left out of
this rule.

Non- monetary benefits froma linear facility are those
benefits for which it is very difficult or inpossible to
assign a nonetary val ue. The nopst comon exanpl es i ncl ude
environnmental benefits fromthe facility (such as inproving a
viewshed by tearing down an old and unattractive |ine),
i nproving safety, and inproving the reliability of the
regional transm ssion system Wiile it may be possible to
estimte nonetary values for these benefits, it is often
beyond the scope of a M-SA application. However, these
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benefits still need to be listed and di scussed, even if no
monetary value can be assigned to them (for exanple, the
appl i cant can di scuss the expected magni tude of a non-nonetary
benefit w thout estimating a nonetary anount).

Because these comments outline generally accepted
practices for econom c analysis, we are not adding any rule
| anguage or rul e changes.

COVMENT NO. 2: This section could be interpreted many
different ways. Standard econonm c practices for cost/benefit
conparative analysis can becone conplicated, depending on the
econom ¢ nodel used.

RESPONSE: Generally accepted practices for economc
analysis do not necessarily require the use of an econom c
nodel . Benefit-cost analysis, for exanple, is a tool that is
often used in econonm c analysis that does not require any
formal nodeling. The information required in ARM 17.20.818

needs to be thorough enough to conpare all proj ect
alternatives on an economc basis as outlined in 75-20-
301(1)(c), MCA It also needs to be thorough enough to
estimte benefits from a proposed linear facility to the

applicant and state, and to estimte the econom c effects of
t he proposed facility as outlined in 75-20-301(2)(b)(c), MCA

Oftentines, a narrative listing the estimted costs and
benefits of the facility, and giving sone detail regarding
their magnitude and estimated value wll suffice. A table
sunmari zi ng these results can help as well. In the narrative,
an applicant can provide nonetary cost and benefit numbers of
a particular linear project, and then supply a description

t hat supports those nunbers. The information provided should
al so include non-nonetary costs and benefits. Such efforts
are often adequate to satisfy the requirements of ARM
17.20.818. Packaged econom ¢ nmodels such as | MPLAN or REM

are not required under this rule, although they may be used if
the applicant deens them appropriate. Si npl e benefit-cost
anal ysis typically suffices. Because the departnment will

accept a range of analyses nore conplicated than this, a rule
change is not anticipated to address this coment.

ARM 17.20.1607(1)(a)(i) M ninmum | npact Standard

COMMENT NO. 3. When alternatives include energy
conservation, alternative transm ssi on t echnol ogi es,
alternative levels of transmssion reliability, etc., the

range of research and analysis to prove that the net present
value of costs is lower for the proposed facility than for
other available alternatives is difficult. The nunber of
economic nodels conmbined wth reliability studies is
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problematic. Quantifiable environnmental inpacts are extrenely
difficult to appraise.

RESPONSE: This coment is beyond the scope of this
proposed rul enmaki ng. The Board did not propose any
substantive anendnment to ARM 17.20.1607(1)(a)(i).

Circular MFSA-2, Section 3.4(7) Linear Facilities, Overview
Survey, Environmental |nfornmation

COMMVENT NO. 4. | nformation requirements for
soci oeconom cs, denographics, construction work forces and
| ocal economics are not pertinent or necessary for siting a
linear facility. It is not apparent how these types of
information are to be used to prioritize alternatives and to
sel ect a preferred alternative.

RESPONSE: Information required in section 3.4(7)(a)
t hrough (h) concerning soci oeconom cs i s necessary to support
the Departnment's findings under 75-20-301 and 75-20-303, MA

One of these determ nations and findings required by 75-20-
301, MCA, for a proposed facility is the nature of the
probabl e environnmental inpact of the proposed facility. A
second determ nation and finding required is that the approved
facility mnimzes adverse environnmental inpact.

For sone transmission |ines, there my be little
di fference bet ween siting alternatives rel ated to
soci oeconom cs, construction work force and | ocal econom es.
Proposed rule language in section 3.7(5) notes that an
application "nmust specify any econonic, social or public or
private service characteristics for which there are not
significant differences in inpacts anong the alternative
facility | ocations."

| nformati on pertaining to socioecononics, construction
work force and local economes is necessary for inpact
di scl osure and determ ni ng whether mtigati on woul d be needed
to support a finding of m ninmum adverse inpact. An exanple of
m tigati on addressing inpacts on public and private services
woul d be the need for additional tenporary housing to support
a work force in a rural Mntana county where existing
accommodati ons are unavail abl e.

An applicant should use existing information sources to
the extent possible when conpiling information to assess
soci oeconom ¢ i npacts. Because the departnment finds that this
information is necessary, no change to the proposed rule is
anticipated in response to this coment.

Circular MFSA-2, Section 3.4(8) Linear Facilities, Overview
Survey, Environmental |nfornmation
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COVMENT NO. 5: It appears what the state is requiring is
a report that describes the results of the Conmmunity
Participation Plan or Scoping, including identification of
alternatives, mtigation nmeasures, and resources that woul d be
i npacted as identified by the public.

RESPONSE: The proposed section does not require a report
describing the results of a "Conmunity Participation Plan or
Scopi ng. " I nstead, the proposed section requires that, if
scoping or a public neeting results in coments, the applicant
must sunmari ze or characterize those comments.

The proposed section also requires the applicant to
characterize the nature and magnitude of comrents, if any,
received fromrepresentative groups, |ocal service providers,
and public officials. Finally, the applicant nust identify
alternative locations, mtigation neasures, and potenti al
resource inpacts raised by the public. This information hel ps
support the Departnent's findings under 75-20-301 and 75-20-
303, MCA No change to the proposed rule is anticipated in
response to this coment.

Circular M-SA-2, Section 3.7(2), (4) and (5) Li near
Facilities, Baseline Data Requirenents and | npact Assessnent

COVMENT NO. 6: The socioeconomc data required in the
application does not appear to be relevant to the siting of a
l[inear facility. A detailed assessnent needed to address this
section would take nuch research and statistical analysis of
soci ol ogi cal behavi ors.

RESPONSE: See Response to Comment No. 4.

COVMENT NO. 7: Section 3.7 baseline data requirenents
and inpact assessnment says much of the sanme social and
envi ronnental requirenments over again from the previous
section.

RESPONSE: The alternative siting study is a tiered
screening process that utilizes information collected at each
| evel of screening to help identify alternative facility
| ocati ons. Information from previous screening analyses is
incorporated as appropriate into successive steps. I n
proposed Circular MSA-2, information is repeated to avoid
overuse of cross-references and make the Circular nore
readabl e. Previ ous applicants have commented that current
rules were difficult to use because of excessive use of cross-
references. No change to the proposed rule is anticipated in
response to this comrent.

General comments
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COVMENT NO. 8: It would be helpful if |anguage could be
devel oped that referenced or encourages the use of existing
corridors as preferred routing options.

RESPONSE: The Departnent notes that | anguage proposed in
section 3.1(1)(b) of Circular MSA-2 specifies preferred
| ocation criteria for an electric transm ssion |ine where,
anong other things, the facility would utilize or parallel
existing utility and/or transportation corridors. No change
to the proposed rule is anticipated in response to this
comrent .

Proposed Revision to Circul ar M-SA-2

COVMMENT NO. 9: An incorrect cross-reference was provided
in proposed Circular MFSA-2. In text below as shown on page
26 of the Circular, "Section 3.4(5)" should be changed to
"Section 3.4(7)" to provide the correct cross-reference.

RESPONSE: The Circul ar, at page 26, has been anended to
reflect the correct cross-reference as shown bel ow.

(5) An application nmust contain an assessnent of soci al
i npacts, if any, and any inportant inpacts of the facility on
t he econony and on public and private services for an inpact
zone that enconpasses the area potentially affected by each of
the alternative facility | ocations, based on the information
required by Section 3.4(7).

Revi ewed by: BOARD OF ENVI RONVENTAL REVI EW
By:

JOHN F. NORTH JOSEPH W RUSSELL, M P.H

Rul e Revi ewer Chai r man

Certified to the Secretary of State,

Mont ana Adm ni strative Register 17-218



